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the disbursement cycle in which it is
received, shall be honored, to the ex-
tent that the legal process may be sat-
isfied, during the next disbursement
cycle within the limits set forth in
§582.402. The fact that the legal process
may have expired during this period
would not relieve the agency of its ob-
ligation to honor legal process which
was valid at the time of service. If, in
the next disbursement cycle, no further
payment will be due from the agency
to the employee-obligor, the agency
shall follow the procedures set forth in
§582.306.

(i) Agencies need not establish es-
crow accounts in order to comply with
legal process. Therefore, even if the
amount garnished by an agency in one
disbursement cycle is not sufficient to
satisfy the entire indebtedness, the
agency need not retain those funds
until the amount retained would sat-
isfy the entire indebtedness. On the
contrary, agencies will, in most in-
stances, remit the garnished amount
after each disbursement cycle. Agen-
cies need not pro-rate payments for
less than a full disbursement cycle.

(j) If an agency receives legal process
which is regular on its face, the agency
shall not be required to ascertain
whether the authority which issued the
legal process had obtained personal ju-
risdiction over the employee-obligor.

(k) At the discretion of the executive
agency, the agency’s administrative
costs in executing a garnishment may
be added to the garnishment amount
and the agency may retain costs recov-
ered as offsetting collections. To facili-
tate recovery of these administrative
costs, an administrative fee may be as-
sessed for each legal process that is re-
ceived and processed by an agency, pro-
vided that the fee constitutes the agen-
cy’s administrative costs in executing
the garnishment action.

(1) Where an employee-obligor has
filed a bankruptcy petition under sec-
tion 301 or 302 of title 11 of the United
States Code, or is the debtor named in
an involuntary petition filed under sec-
tion 303 of title 11, the agency must
cease garnishment proceedings affected
by the automatic stay provision, sec-
tion 362(a) of title 11. Upon filing a pe-
tition in bankruptcy or upon learning
that he or she is the debtor named in

§582.306

an involuntary petition, the employee-
obligor should immediately notify the
agency. To enable the agency to deter-
mine if the automatic stay applies, the
employee-obligor should provide the
agency with a copy of the filing or a
letter from counsel stating that the pe-
tition was filed and indicating the
court and the case number, the chapter
under which the petition was filed,
whether State or federal exemptions
were elected, and the nature of the
claim underlying the garnishment
order.

(m) Within 30 days following the col-
lection of the amount required in the
garnishment order, the creditor may
submit a final statement of interest
that accrued during the garnishment
process, and the employing agency
shall process the statement for pay-
ment, provided the garnishment order
authorizes the collection of such inter-
est. This final statement of interest
should be accompanied by a statement
of account showing how the interest
was computed.

[60 FR 13030, Mar. 10, 1995, as amended at 63
FR 14787, Mar. 26, 1998]

§582.306 Lack of entitlement by the
employee-obligor to pay from the
agency served with legal process.

(a) When legal process is served on an
agency and the individual identified in
the legal process as the employee-obli-
gor is found not to be entitled to pay
from the agency, the agency shall fol-
low the procedures set forth in the
legal process for that contingency or, if
no procedures are set forth therein, the
agency shall return the legal process to
the court, or other authority from
which it was issued, and advise the
court, or other authority, that the
identified employee-obligor is not enti-
tled to any pay from the agency.

(b) Where it appears that the em-
ployee-obligor is only temporarily not
entitled to pay from the agency, the
court, or other authority, shall be fully
advised as to why, and for how long,
the employee-obligor’s pay will not be
garnished, if that information is known
by the agency and if disclosure of that
information would not be prohibited.

(c) In instances where an employee-
obligor separates from employment
with an agency that had been honoring
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§582.401

a continuing legal process, the agency
shall inform the person who caused the
legal process to be served, or the per-
son’s representative, and the issuing
court, or other authority, that the gar-
nishment action is being discontinued.
In cases where the employee-obligor
has been employed by either another
agency or by a private employer, and
where this information is known by the
agency, the agency shall provide the
person with the designated agent for
the new employing agency or with the
name and address of the private em-
ployer.

Subpart D—Consumer Credit
Protection Act Restrictions

§582.401 Aggregate disposable earn-
1ngs.

In accordance with the Consumer
Credit Protection Act, the aggregate
disposable earnings under this part are
the employee-obligor’s pay less those
amounts excluded in accordance with
§582.103.

§582.402 Maximum garnishment limi-
tations.

Pursuant to section 1673(a)(1) of title
15 of the United States Code (the Con-
sumer Credit Protection Act, as
amended) and the Department of Labor
regulations to title 29, Code of Federal
Regulations, part 870, the following
limitations are applicable:

(a) Unless a lower maximum limita-
tion is provided by applicable State or
local law, the maximum part of an em-
ployee-obligor’s aggregate disposable
earnings subject to garnishment to en-
force any legal debt other than an
order for child support or alimony, in-
cluding any amounts withheld to offset
administrative costs as provided for in
§582.305(k), shall not exceed 25 percent
of the employee-obligor’s aggregate
disposable earnings for any workweek.
As appropriate, State or local law
should be construed as providing a
lower maximum limitation where legal
process may only be processed on a one
at a time basis. Where an agency is
garnishing 25 percent or more of an em-
ployee-obligor’s aggregate disposable
earnings for any workweek in compli-
ance with legal process to which an
agency is subject under sections 459,
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461, and 462 of the Social Security Act,
no additional amount may be gar-
nished in compliance with legal process
under this part. Furthermore, the fol-
lowing dollar limitations, which are
contained in title 29 of the Code of Fed-
eral Regulations, part 870, must be ap-
plied in determining the garnishable
amount of the employee’s aggregate
disposable earnings:

(1) If the employee-obligor’s aggre-
gate disposable earnings for the work-
week are in excess of 40 times the Fair
Labor Standards Act (FLSA) minimum
hourly wage, 25 percent of the em-
ployee-obligor’s aggregate disposable
earnings may be garnished. For exam-
ple, effective September 1, 1997, when
the FLSA minimum wage rate is $5.15
per hour, this rate multiplied by 40
equals $206.00 and thus, if an employee-
obligor’s disposable earnings are in ex-
cess of $206.00 for a workweek, 25 per-
cent of the employee-obligor’s dispos-
able earnings are subject to garnish-
ment.

(2) If the employee-obligor’s aggre-
gate disposable earnings for a work-
week are less than 40 times the FLSA
minimum hourly wage, garnishment
may not exceed the amount by which
the employee-obligor’s aggregate dis-
posable earnings exceed 30 times the
current minimum wage rate. For exam-
ple, at an FLSA minimum wage rate of
$56.15 per hour, the amount of aggregate
disposable earnings which may not be
garnished is $154.50 [$5.15 x 30]. Only the
amount above $154.50 is garnishable.

(3) If the employee-obligor’s aggre-
gate disposable earnings in a workweek
are equal to or less than 30 times the
FLSA minimum hourly wage, the em-
ployee-obligator’s earnings may not be
garnished in any amount.

(b) There is no limit on the percent-
age of an employee-obligor’s aggregate
disposable earnings that may be gar-
nished for a Federal, State or local tax
obligation or in compliance with an
order of any court of the United States
having jurisdiction over bankruptcy
cases under Chapter 13 of title 11 of the
United States Code. Orders from courts
having jurisdiction over bankruptcy
cases under Chapter 7 or Chapter 11 of
the United States Code are subject to

664



